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Judging Market Competitiveness

Criteria Indicative Measure Benchmark

Market share among 
competitive retailers The percentage of customers supplied by competitive retailers

The number of customers switching back to their regulated 
utility

The number of active competitive retailers

The number of new retailers entering the mass market

The number of retailer exits

Proportion of customers changing from one competitive 
retailer to another per quarter, or in the USA from a regulated 
incumbent to a competitive retailer

The range and types of offers provided and the number of 
customers able to take these up

Gross retail margin as a % of retail revenue

Proportion of customers who know they have choice and can 
exercise it

Full market 
opening

Proportion of customers satisfied with their retail supplier, the 
switching process, the available product choices and prices

Customer returns to 
regulated rate options

100%

0%

5 or more

1 or more per year

Fewer than entries

5% or higher

5 or more products 
for 100% of 
customers

10%

25% or higher

Number of active retailers

Retailer entries

Retailer exits

Healthy levels 
of customer 
switching

Customer switch rate

Range of product offers
Trading off 
price for value

Wholesale/retail price 
spread

Customer awarenessThe customer 
experience

Customer satisfaction 90% or higher

Presence of 
active mass 
market retailers

From the article "Just What Marks Success?" by Paul Grey and Eric Cody, Public Utilities Fortnightly Spark, December 2004
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Thanks goes to: The Global Round-Table of Energy and Utilities Marketing; Henry Edwardes-Evans (Platts McGraw-Hill); Chris Rix
(Energy Market Research Ltd.); Tor Arnt Johnsen (NVE/Norwegian School of Management); VDEW; PA Consulting; Datamonitor; E-
Control; GreenPrices.com; ECH; Energie Nederlands; ENECO; Delta N.V.; Amsterdam Economics; STEM; Montel Powernews; 
Elradgivningsbyran; Dansk Energi; Björg Bisgaard (SEAS-NVE); Irish Commission for Energy Regulation; Irish Competition Authority; 
John Byrne (UCD Ireland); VREG; Eric Cody (Cody Energy Group); and, David Lipshut (Energy Reform Consulting Pty Ltd.).
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www.peace.com/customer-switching
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MYTH: 

Few Customers
Switch in Liberalised
Energy Markets
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Determinants of 
Activity



ERGEG CFG Workshop, Helsinki, October 11, 2005 © 2005 Philip E Lewis



ERGEG CFG Workshop, Helsinki, October 11, 2005 © 2005 Philip E Lewis

Psychological
Determinants
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Customer Pre-Requisites

Processing Behavioural
FacilitatorsNeed Drivers

Consideration of opportunities, consequences, risks
and ’means of fulfillment’*

Consideration of Needs & Fulfillment

BehaviourBehaviour

The Needs We Have
The Factors Affecting the 
Fulfillment of Our Needs

*Includes cost benefit
analysis and use of 

heuristics
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Need 
Drivers

Lifestyle Predictability

Fairness
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Need 
Drivers

Lifestyle Predictability

Fairness

”Can I be
sure about
the future”

Consistency & Security
Of Costs & Benefits
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Need 
Drivers

Lifestyle Predictability

Fairness

”Do they care
for my interests
and the things I 

believe in”
equality, flexibility, intent, 

individualization, ethics
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Need Drivers:  Ethics

Directors Salaries
(Netherlands)

Price Rises
(Sweden)

Disconnections
(UK)
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Need Drivers:  Ethics

Low involvement product

Low involvement service

High involvement issues

High involvement brands
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Need 
Drivers

Lifestyle Predictability

Fairness

”what I really
want is more
from my life”

More money, more
time, less stress, 
more enjoyment
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Need Drivers:  Simplicity

JET
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Need Drivers:  Simplicity

Decision-Making
Heuristics

U-Switch
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Need Drivers:  Simplicity

Decision-Making
Heuristics

www.hyvävalinta.fi

http://www.hyv�valinta.fi/
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Intervening Phenomena* - Customer Pre-requisites

Switching requires comparability / commodity switching

Critical awareness matters more than relative awareness

Price elasticity depends on price volatility, levels, changes, 
savings, price/savings significance, peaks, predictions

Present price and bill predictability increases loyalty, volatility
decreases loyalty

Disloyalty follows seasonal, regional and cyclical trends

Satisfaction has a moderate correlation with loyalty

Perceived Emancipation / switching multiplier effect

*This is just a small selection of intervening phenomena
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Overlaps Late-attacks

PrePre--FullFull
DeregulationDeregulation EarlyEarly--FullFull

DeregulationDeregulation MidMid--FullFull
DeregulationDeregulation MatureMature--FullFull

DeregulationDeregulation

Source: Peace Software 2004

Re-Born Competition
(cyclical?)

Long-Term Cyclicality
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Source: VaasaEmg, NVE (Norwegian regulator) 

Re-switching in Norway

Need Drivers: Emancipation
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Peace-VaasaEMG
World Energy Competitive Retail Market Ranking 2004
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Best Practice

Key Issues
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There is a need to collect
comparatrive switching
data using consistent
definitions and methods

Comparable Switching Trend Data
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Wholesale availability and Margins for new entrants

Genuine unbundling

No incumbent offer pricing & price-matching

No incumbent L-term contracts

Inhibited incumbent loyalty-schemes & product
bundling

Prevention of Incumbent Privileges
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No low-price incumbent subsidiaries

No obligation to supply (except special-needs)

Single bills for switchers

Uniform switching procedures within & between
countries

Prevention of Incumbent Priviledges
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Quality of marketing

Independent campaigns (e.g. energywatch)

Regulatory communications

Short-term switching incentives / Customer credits

Savings Significance (minimal supply taxes, bill
clarity & comparability)

Cool off-periods & post-switch satisfaction enquiries

Customer Awareness & Motivation
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Short-term contracts / market-based tariffs

Minimal price change periods

Price setting freedom

Bill Predictability &  Price Volatility
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Comparison & switching websites / labeling
systems

Comparability and commoditization

Minimum switch times

Switching-anytime, as often as want, cost free
(requires AMR, estimated & self meter reading)  

Switching without signatures

No need to contact more than one party

For customers - to reduce search & switching costs (including effort, time and risk)

Simplicity & Heuristics



ERGEG CFG Workshop, Helsinki, October 11, 2005 © 2005 Philip E Lewis

European-wide compatable EDI systems

< 1 week post-request switch process

Simplicity
For competitors – to reduce process costs, time and risk
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Neutrality of DSO’s in customer win-back

Equality of network tariffs

No old tariffs linking distribution & supply

No Switch-data transfer obstruction

Other Possible Issues
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Dr. Philip Lewis philip.lewis@vaasaemg.com
Paul Grey paul.grey@peace.com

The Utility Customer Switching Research Project 
website:     

www.peace.com/customer-switching

mailto:philip.lewis@vaasaemg.com
mailto:paul.grey@peace.com
http://www.peace.com/customer-switching
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